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laration to become effective, it shall be unlawful
for any registered holding company or subsidi-
ary company thereof, by use of the mails or any
means or instrumentality of interstate com-
merce, or otherwise, directly or indirectly (1) to
issue or sell any security of such company; or (2)
to exercise any privilege or right to alter the
priorities, preferences, voting power, or other
rights of the holders of an outstanding security
of such company.

(b) Exemptions from operation of subsection (a)

The provisions of subsection (a) of this section
shall not apply to the issue, renewal, or guar-
anty by a registered holding company or sub-
sidiary company thereof of a note or draft (in-
cluding the pledge of any security as collateral
therefor) if such note or draft (1) is not part of
a public offering, (2) matures or is renewed for
not more than nine months, exclusive of days of
grace, after the date of such issue, renewal, or
guaranty thereof, and (3) aggregates (together
with all other then outstanding notes and drafts
of a maturity of nine months or less, exclusive
of days of grace, as to which such company is
primarily or secondarily liable) not more than 5
per centum of the principal amount and par
value of the other securities of such company
then outstanding, or such greater per centum
thereof as the Commission upon application
may by order authorize as necessary or appro-
priate in the public interest or for the protec-
tion of investors or consumers. In the case of se-
curities having no principal amount or no par
value, the value for the purposes of this sub-
section shall be the fair market value as of the
date of issue. The Commission by rules and reg-
ulations or order, subject to such terms and con-
ditions as it deems appropriate in the public in-
terest or for the protection of investors or con-
sumers, shall exempt from the provisions of sub-
section (a) of this section the issue or sale of
any security by any subsidiary company of a
registered holding company, if the issue and sale
of such security are solely for the purpose of fi-
nancing the business of such subsidiary com-
pany and have been expressly authorized by the
State commission of the State in which such
subsidiary company is organized and doing busi-
ness, or if the issue and sale of such security are
solely for the purpose of financing the business
of such subsidiary company when such subsidi-
ary company is not a holding company, a public-
utility company, an investment company, or a
fiscal or financing agency of a holding company,
a public utility company, or an investment com-
pany. The provisions of subsection (a) of this
section shall not apply to the issue, by a reg-
istered holding company or subsidiary company
thereof, of a security issued pursuant to the
terms of any security outstanding on January 1,
1935, giving the holder of such outstanding secu-
rity the right to convert such outstanding secu-
rity into another security of the same issuer or
of another person, or giving the right to sub-
scribe to another security of the same issuer or
another issuer. Within ten days after any issue,
sale, renewal, or guaranty exempted from the
application of subsection (a) of this section by
or under authority of this subsection, such hold-
ing company or subsidiary company thereof
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shall file with the Commission a certificate of
notification in such form and setting forth such
of the information required in a declaration
under section 79g of this title as the Commission
may by rules and regulations or order prescribe
as necessary or appropriate in the public inter-
est or for the protection of investors or consum-
ers.

(c) Selling from house to house; causing officer
or employer of subsidiary to sell

It shall be unlawful, by use of the mails or any
means or instrumentality of interstate com-
merce, or otherwise, for any registered holding
company or any subsidiary company thereof, di-
rectly or indirectly—

(1) to sell or offer for sale or to cause to be
sold or offered for sale, from house to house,
any security of such holding company; or

(2) to cause any officer or employee of any
subsidiary company of such holding company
to sell or cause to be sold any security of such
holding company.

As used in this subsection the term ‘‘house”
shall not include an office used for business pur-
poses.

(Aug. 26, 1935, ch. 687, title I, §6, 49 Stat. 814.)
TRANSFER OF FUNCTIONS

For transfer of functions of Securities and Exchange
Commission, with certain exceptions, to Chairman of
such Commission, see Reorg. Plan No. 10 of 1950, §§1, 2,
eff. May 24, 1950, 15 F.R. 3175, 64 Stat. 1265, set out under
section 78d of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 79g of this title.

§79g. Declarations by registered companies in
respect to security transactions

(a) Contents

A registered holding company or subsidiary
company thereof may file a declaration with the
Commission, regarding any of the acts enumer-
ated in subsection (a) of section 79f of this title,
in such form as the Commission may by rules
and regulations prescribe as necessary or appro-
priate in the public interest or for the protec-
tion of investors or consumers. Such declaration
shall include—

(1) such of the information and documents
which are required to be filed in order to reg-
ister a security under section 77g of this title,
as the Commission may by rules and regula-
tions or order prescribe as necessary or appro-
priate in the public interest or for the protec-
tion of investors or consumers; and

(2) such additional information, in such form
and detail, and such documents regarding the
declarant or any associate company thereof,
the particular security and compliance with
such State laws as may apply to the act in
question as the Commission may by rules and
regulations or order prescribe as necessary or
appropriate in the public interest or for the
protection of investors or consumers.

(b) Effective date of declaration; order of Com-
mission

A declaration filed under this section shall be-

come effective within such reasonable period of
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time after the filing thereof as the Commission
shall fix by rules and regulations or order, un-
less the Commission prior to the expiration of
such period shall have issued an order to the de-
clarant to show cause why such declaration
should become effective. Within a reasonable
time after an opportunity for hearing upon an
order to show cause under this subsection, un-
less the declarant shall withdraw its declara-
tion, the Commission shall enter an order either
permitting such declaration to become effective
as filed or amended, or refusing to permit such
declaration to become effective. Amendments to
a declaration may be made upon such terms and
conditions as the Commission may prescribe.

(¢) Conditions precedent to permitting declara-

tion to become effective

The Commission shall not permit a declara-
tion regarding the issue or sale of a security to
become effective unless it finds that—

(1) such security is (A) a common stock hav-
ing a par value and being without preference
as to dividends or distribution over, and hav-
ing at least equal voting rights with, any out-
standing security of the declarant; (B) a bond
(i) secured by a first lien on physical property
of the declarant, or (ii) secured by an obliga-
tion of a subsidiary company of the declarant
secured by a first lien on physical property of
such subsidiary company, or (iii) secured by
any other assets of the type and character
which the Commission by rules and regula-
tions or order may prescribe as appropriate in
the public interest or for the protection of in-
vestors; (C) a guaranty of, or assumption of 1li-
ability on, a security of another company; or
(D) a receiver’s or trustee’s certificate duly
authorized by the appropriate court or courts;
or

(2) such security is to be issued or sold solely
(A) for the purpose of refunding, extending, ex-
changing, or discharging an outstanding secu-
rity of the declarant and/or a predecessor com-
pany thereof or for the purpose of effecting a
merger, consolidation, or other reorganiza-
tion; (B) for the purpose of financing the busi-
ness of the declarant as a public-utility com-
pany; (C) for the purpose of financing the busi-
ness of the declarant, when the declarant is
neither a holding company nor a public-utility
company; and/or (D) for necessary and urgent
corporate purposes of the declarant where the
requirements of the provisions of paragraph (1)
of this subsection would impose an unreason-
able financial burden upon the declarant and
are not necessary or appropriate in the public
interest or for the protection of investors or
consumers; or

(3) such security is one the issuance of which
was authorized by the company prior to Janu-
ary 1, 1935, and which the Commission by rules
and regulations or order authorizes as nec-
essary or appropriate in the public interest or
for the protection of investors or consumers.

(d) Conditions having permission of effectiveness

If the requirements of subsections (c) and (g)
of this section are satisfied, the Commission
shall permit a declaration regarding the issue or
sale of a security to become effective unless the
Commission finds that—
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(1) the security is not reasonably adapted to
the security structure of the declarant and
other companies in the same holding-company
system;

(2) the security is not reasonably adapted to
the earning power of the declarant;

(3) financing by the issue and sale of the par-
ticular security is not necessary or appro-
priate to the economical and efficient oper-
ation of a business in which the applicant law-
fully is engaged or has an interest;

(4) the fees, commissions, or other remu-
neration, to whomsoever paid, directly or indi-
rectly, in connection with the issue, sale, or
distribution of the security are not reason-
able;

(5) in the case of a security that is a guar-
anty of, or assumption of liability on, a secu-
rity of another company, the circumstances
are such as to constitute the making of such
guaranty or the assumption of such liability
an improper risk for the declarant; or

(6) the terms and conditions of the issue or
sale of the security are detrimental to the
public interest or the interest of investors or
consumers.

(e) Declaration regarding alterations, priorities,
voting power, and other rights of security
holders

If the requirements of subsection (g) of this
section are satisfied, the Commission shall per-
mit a declaration to become effective regarding
the exercise of a privilege or right to alter the
priorities, preferences, voting power, or other
rights of the holders of an outstanding security
unless the Commission finds that such exercise
of such privilege or right will result in an unfair
or inequitable distribution of voting power
among holders of the securities of the declarant
or is otherwise detrimental to the public inter-
est or the interest of investors or consumers.

(f) Order permitting declaration to become effec-
tive
Any order permitting a declaration to become
effective may contain such terms and conditions
as the Commission finds necessary to assure
compliance with the conditions specified in this
section.

(g) Compliance with State laws as condition to
permission of effectiveness

If a State commission or State securities com-
mission, having jurisdiction over any of the acts
enumerated in subsection (a) of section 79f of
this title, shall inform the Commission, upon re-
quest by the Commission for an opinion or
otherwise, that State laws applicable to the act
in question have not been complied with, the
Commission shall not permit a declaration re-
garding the act in question to become effective
until and unless the Commission is satisfied
that such compliance has been effected.

(Aug. 26, 1935, ch. 687, title I, §7, 49 Stat. 815.)
TRANSFER OF FUNCTIONS

For transfer of functions of Securities and Exchange
Commission, with certain exceptions, to Chairman of
such Commission, see Reorg. Plan No. 10 of 1950, §§1, 2,
eff. May 24, 1950, 15 F.R. 3175, 64 Stat. 1265, set out under
section 78d of this title.
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SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in section 79f of this title.

§79h. Acquiring interest in electric and gas com-
panies serving same territory

Whenever a State law prohibits, or requires
approval or authorization of, the ownership or
operation by a single company of the utility as-
sets of an electric utility company and a gas
utility company serving substantially the same
territory, it shall be unlawful for a registered
holding company, or any subsidiary company
thereof, by use of the mails or any means or in-
strumentality of interstate commerce, or other-
wise—

(1) to take any step, without the express ap-
proval of the State commission of such State,
which results in its having a direct or indirect
interest in an electric utility company and a
gas utility company serving substantially the
same territory; or

(2) if it already has any such interest, to ac-
quire, without the express approval of the
State commission, any direct or indirect in-
terest in an electric utility company or gas
utility company serving substantially the
same territory as that served by such compa-
nies in which it already has an interest.

(Aug. 26, 1935, ch. 687, title I, §8, 49 Stat. 81T7;
Pub. L. 100-181, title IV, §401, Dec. 4, 1987, 101
Stat. 1259.)

AMENDMENTS

1987—Pub. L. 100-181 substituted
‘“‘otherwise,—’.

‘“‘otherwise—"’ for

§79i. Acquisition of securities and utility assets
and other interests

(a) Acquisition prohibited prior to Commission
approval

Unless the acquisition has been approved by
the Commission under section 79j of this title, it
shall be unlawful—

(1) for any registered holding company or
any subsidiary company thereof, by use of the
mails or any means or instrumentality of
interstate commerce, or otherwise, to acquire,
directly or indirectly, any securities or utility
assets or any other interest in any business;

(2) for any person, by use of the mails or any
means or instrumentality of interstate com-
merce, to acquire, directly or indirectly, any
security of any public-utility company, if such
person is an affiliate under clause (A) of para-
graph (11) of subsection (a) of section 79b of
this title, of such company and of any other
public utility or holding company, or will by
virtue of such acquisition become such an af-
filiate.

(b) Acquisition of utility assets authorized by

State Commission; holding company systems

organized in same State

Subsection (a) of this section shall not apply
to—

(1) the acquisition by a public-utility com-
pany of utility assets the acquisition of which
has been expressly authorized by a State com-
mission; or

(2) the acquisition by a public-utility com-
pany of securities of a subsidiary public-util-
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ity company thereof, provided that both such
public-utility companies and all other public-
utility companies in the same holding-com-
pany system are organized in the same State,
that the business of each such company in
such system is substantially confined to such
State, and that the acquisition of such securi-
ties has been expressly authorized by the
State commission of such State.

(e¢) Acquisition of securities guaranteed by
United States, State, or political subdivision;
other securities and commercial paper held
appropriate by Commission

Subsection (a) of this section shall not apply
to the acquisition by a registered holding com-
pany, or a subsidiary company thereof, of—

(1) securities of, or securities the principal
or interest of which is guaranteed by, the
United States, a State, or political subdivision
of a State, or any agency, authority, or instru-
mentality of any one or more of the foregoing,
or any corporation which is wholly owned, di-
rectly or indirectly, by any one or more of the
foregoing;

(2) such other readily marketable securities
within the limitation of such amounts, as the
Commission may by rules and regulations pre-
scribe as appropriate for investment of current
funds and as not detrimental to the public in-
terest or the interest of investors or consum-
ers; or

(3) such commercial paper and other securi-
ties, within such limitations, as the Commis-
sion may by rules and regulations or order
prescribe as appropriate in the ordinary course
of business of a registered holding company or
subsidiary company thereof and as not det-
rimental to the public interest or the interest
of investors or consumers.

(Aug. 26, 1935, ch. 687, title I, §9, 49 Stat. 817.)
TRANSFER OF FUNCTIONS

For transfer of functions of Securities and Exchange
Commission, with certain exceptions, to Chairman of
such Commission, see Reorg. Plan No. 10 of 1950, §§1, 2,
eff. May 24, 1950, 15 F.R. 3175, 64 Stat. 1265, set out under
section 78d of this title.

§79j. Approval of acquisition of securities and
utility assets and other interests

(a) Contents of application

A person may apply for approval of the acqui-
sition of securities or utility assets, or of any
other interest in any business, by filing an ap-
plication in such form as the Commission may
by rules and regulations prescribe as necessary
or appropriate in the public interest or for the
protection of investors and consumers. Such ap-
plication shall include—

(1) in the case of the acquisition of securi-
ties, such information and copies of such docu-
ments as the Commission may by rules and
regulations or order prescribe as necessary or
appropriate in the public interest or for the
protection of investors or consumers in re-
spect of—

(A) the security to be acquired, the consid-
eration to be paid therefor, and compliance
with such State laws as may apply in respect
of the issue, sale, or acquisition thereof,
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